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Control of Cash Holdin-s 


i semiateetteing eimaet ea 


lL. “hen the Communists occupied the mainland. they attributed the rise tn commodity 
prices ant the slumv in value of their currency to the tact that the total volume 
of currency {ssued fell behing reculrenents, The vhenonenal uvheaval in foneral 
commodity vrices in June and October IS%h9 vas mainly caused by the annrom4ation 
of imrense funds by the Comrunist army end commercial organt zations. Accordingly 
in Anril 1950, the Comrunists enforced the control of cash hollings by oriering 
that all cash holdings of their official oreaniaations, army. nublic enteroriseg, 
and co-onerative societies in excess of a gnecitied gum were to he Aenosited with 
the Yeonlels Bank, ant that their mutual transactions riast ve clenred throuzh the 
Peoole's Bank to which these organizations must veriodical’y revort their reaceints 
and “ayments. As a result the rajority of national currency devosit is now con- 
centratel in the hands of the Peonle’s Bank, which holds a flenasit several times 
the volume of currency in market circulation. 


Zo waxine Uhonghai as an exorvle, the folloving tahle gives a comarison between the 
volume of negotiable bills cleared throuch the Peovlets Yank with the total volume 
of devosit in vublic and orivate bans there qurins the neriod Avril to Dererber . 


1°50: 
Yolune of Bilis nechengoed Volume of Denosit 
Cin £100,900,000) (in £106,000,000 
Avril 7,748, 64 707756 3h 
May 7,736.02 — «6B, 842.75 
June 7, 564, 62 - 8,783.64 > 
July 7,692.82 11,792.43, 
Augaist | 7,683.07 11,745.31 
Sevtenher 7,694.02 _11,°97.26 
October 7,724.13 _ 12,753.62 
Novenber 7.723.64 13,945.26 
Decerher 7 +735» 69 15,213.56 
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3. In Cetober 1°50, in order to cone with the effect of the Yorean var on enn- 
tinental rarvets. the Communists ternorarily froze ell derosits of national 
orsanivations ani official entervrises. These evosits vere untrozen in the 
rintdle of Decerber of the sane year. 


The “Zature ani Chiect of Communist Currency Control 


. Conmrunist cnvrency control aurins 1°50 ray be survarized ag the destenstion 

of the Peovle's Sank as the center of cash holtinzs- ‘ort: on other »orocrans 
linis Arrdly becun. i.e. the central clearing svsten cannot be said to nave heen 
univers: lly atootei since cnemrercial credit extension still obtains between 
livferent units of organizations, an’ short-term credit ans not been entirely 
centre lized in the “eorle's Bank. “lo division hes ret been made beti-een lons= 
serm censtruction investrents as aeninst sierteterm energency Loons. surther~ 
wore, as to the »lans of reeceiots andi vayments, a smell number of units heve 
not yet comniled these, while some of those which heave been com™.led leek 
details. To learn from the exverience of the USSR, it was believed necessary 
to rke the Peoole's Bank: not only the center nt cash holdings but algo the 
center of all clenrins and all credit. 


ry 


re ‘the Communist Txecutive Yuan* vrormnteated and enforced the -rocedure for 
“iforcerent of Curreney Control oni the Procedure for Commilation of Recerds 
of Currency “ecei>ots anit Currency “ayments on 25 December 1950. “These may be 
gsuvrerized into four mein noints: 


mo The Stren -thenins of Control of Crsh Yoldinzs. Im to decerber 1950, 75 
vercent of Corrunist Government organizations, erry, enterorises, 
institutions, anl co-ox-ratives ovened accounts -ith the “eonle's Bank. 
The vomaining 25 »ercent were to to the sare in 1°51. A sneciried lirit 
of cash holtines wag to he enforced,onl sunervision ns to be exercised 
over all units to cornile records of cuvrency receivts and cnynents 
according to contitions laid sown and to carry out nlens aceording to 
fixed »~rocedure. 


b. The “niorcerent of Clearinzs Throuch Account Transfer vithout Cash -ayment. 
According to svecified recuirerents, all nveratine units mist oven clearing 
accounts with the benk while »11 units in charte of cash receints and 
nayments mist omen current accounts. Transactions between clearing 
accounts are clearel taronsh the use of » certificate of nayrent of botence 
between total receiots and yayrents, chile those betreen clearing and curren 
accounts “ni ctetween current accounts therselves are settled by acceunt 
trausfer cnec’s. oth the certiticates nd the cheels in cnestion are not 
“ltoved to circulate in the -arket, nor can they be casted. Cash funds 
mey only De aDvroviriated Lor omyment of vages, traveling exvenses and those 
transactions vith orivate enterorises. vurh=n nonulations and tarrers. 


c- Centralization of Short-Term Credit. While the floating funis of enter-~ 
wises and co-overatives should in vrincivle be nartly accumulated by 
themselves, the Peorlets Bank extends loans for meetine oblivations of a 
current noture, on “resentation to the 3ank of their vlans for utilivation 
of the loans as vell as an undertaking to renay tnem on raturity, together 
with the requisite morteazes to secure eventual renayment. A distinction 
is made regarding exventitures of entervrises for construction and equino~ 
ment Zurvoses which belong to the snhere of investment for fundanental 
national construction ant hence are vrovided for through svecial avvrovric ti. 
by the Government under the revenue budzet. 
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ad. Suvervision of Investment for Fundamental National Construction. The 
syhere of investrent for this nurvose is liritel to construction and 
equinment. AL1 necessary “unde are nvvrovrinted through the national 
revenue budget for the current fiscal year and are handled by a 
special bank enraged in that soecial construction enterorise as 
avvointed by the People's Bank to unify the control of exeniiture 
of these funds and to suvervise their v~roner use. The units of 
funds nvrevriates should be so zraduated as to vrosress with the 
different stages of the construction works. After the coroletion 
of the construction vorks, they should be checked over br the special 
banks nnnointed to sunervise the tunds ant then throuch the setting 
un of Jeorecintion of national enterorises oni the management of 
sinking funds, the bank accummtates further national eavital for 
continual revroduction and exvansion. 


y 


6 “he main aims of the Chinese Comrminists are: 


ae To convert the Peoole's Bank into the center of custody of all cash 
reserves by economic menagenent of their cesh control scheme. 


be To convert the Peoole's Bank into the clearing house of different 
nroductive units whose oblivations towards each other are settled 
by account transfer checks ani certificates of oayment of balance 
between total receints and neynrents which ennnot be reniized into 
ready money in the market ani are 200d only for account transfer 
MrN0 Ses « 


c. To achieve, by means of abolition of all comercial credits, the 
building un of the Peonle's Yank into the center of loans and credits. 


Mlans for tevenne Neceiots and =xuenditure 
Credit to Productive “ntervrises 


ments and ~lans for Loans on 


?, Immortant in the Chinese ~urrency control schere are the %lens for revenne 
receiats oni exvenditure vayments, commilation of which is based on the 
folloving material: 


a. The dusiness ranncerent scheme (including ie schemes for nroduction, 
sale anid vurchase of goods ani for financix: the business) or the 
entire budget estivate (including vrovision for ordinary, svecial and 
terorary ex enses); 


b. the actual distribution of Lunds by the resvtons‘*ble anthorities ensaged 
in the business, ant 


ec. the actual result of revenue and exvenditure for the business, and the 
sensonal rertet fluetuctions lurine the current veriod. 


8. In association vith the vlans rentioned above, the authorities utilized the 
credit control scheme to determine the volume of currency issue. This credit 
control schene is the basis of distribution by the Peovle's Rank of cenital 
investments sarong various oroductive economic enternrises and is executed 
by the Comrunists on the basis of relative urgency of the different demands 
for funds. It wives svecial consideration to requirerents of the netional 
economy. “he conditions for such credit are the barrowins units of enter~ 
orises “must be those subject to cuditing control with self-orevided Dlonting 
capital ani with an inte endent accounting system. Cther requirements for 
the granting of credit are: 
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a. The abolition oo! vrevious commercial credit -rectices, such as the- 
nayment of Lenosit ani the ovening of »ronissory netes or bills of 


exchances 


be. the credit granted will be linited to such amount as vould suffice 
for the easing of tightness of the floating funds, and 


c. the use of the loan is Lirited to the original nurnoge. 


Currency Control in Manchuria 


On 10 January 1°50 the Comrunist Northeast Peovlets Government abolished the 
1950 accounting system whereby the Central Accounting “nreau vas authorized 

to anorooriate all cash, all suonlies of materials, ond necessary cnnital te 
the main Sinancinl ani economic units. Instead the different »roluctive units 
were require’ to enforce inievendent sanuditing svstems, while the Northeast 
Jank was held resnonsible for the control of cash, the financing of short-term 
loans and the clearing of their business transactions through the Morthenst 
Bani. 


during the test quarter of 1°50, 42 units establishe’ new business relations 
vith toe Northeast bank. These were confined mainly to entervrises for the 
control of vroductive factories and mines, ant not the »roductive mines ond 
factories themselves, few of which hod direct relations with thet regional 
centrnl bank. Dnring this quarter the control vas extented to the vroducing 
mines ent factories which, according to the estizrate of six nrovineinl and 
four runicinal branches, numhered 201 at the end of Cetober. 


According to the statistics of [1 bank branches um to the end of October, 
5.213 units were Liable to control of their ensh receints and Wshurserentg 
ay the bank, with 4,648 units slready anvlied to the bank to avvrove the 
minimum cash holdings an already subjected to the bank's control of their 
accounts. 


‘rozres has been made in the carrying out of the vrojected scheme of revenne 
receiots and financinl exvenditures in accordenee with that arranved with the 
bank, but still only vith about half success, the difference between the actual 
receints “ni seyments by the entervrises and the vrojected fisures coming um to 
over 50 nercent. 


The following drawbacks in the enforcement ot their program were adritted by 
the Communists: 


ae Incomolete Yieures submitted: e.%. some Sisures compiled inclute only 
exnenditures without receinvts, others with ensh incomes ani exnenditures 
but vithout receiots ani nayments by account transfer. 


be Lack of wunctuality in subrission of fieures: fenerally sneciting, these 
figures were nef snomitted “thin the stinulated time limit, with the 
rajority ac6 received until the mid‘le of the next month. A few were as 
late as the last ten Jays of the month beings even one cr two Aays from 
the end of the next month. “his delay had atverse effects on the extension 
of credits to these mines ani factories. 


c. Certain divergence in fioures vianne? and actual re uirerents of oroduction, 
rarketing and mining; 2.4,the fieures avnortioned 414 not teke into full 
account the renlibties of the situation. 
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4d. Neplirence in the oreliminary audit by the loenl branches. This is fatal, 
for the head o:fice of the bank cennot be exvected to Imow the intimate 
ernmiitions of the district and so the inaccurate »relirinary audit was 
acce sted with unsatisfactory results. 


e. ‘the ban’ officials, not beins conversant with the detaile of cost accounting, 
“ranted the requests of the different vreductive units for loans without 
bein: sahle to juize the actual conditions. 


f. The delay in remittance atfecting the accuracy of the statistics ot volume 
of currency returned to the trensury. 


& %ecause of the division into disnarate eatesories between the head bank snd 
branch ban’:s, the branch bans had to cony all the srall details, neces- 
sitating, in the case of Anshan, two or three bookkeevers doing nothing 
but covying down the firures to be revorted. 


h. The fnult of the vlan itself in that it vas soretires a nian blinily sub- 


mitted ani, in other cases, the funds were alloved to aecurmlate ant lie 
inle. 


Curreney Controls of 6 March 1951 


Ww. On 6 March 1°51 the Chinese Comrunist Government yrormlcated a resnirtion 
vhich ~rohibits the roverent of n-tional currency inte or ont of China. 


25X1A TE (o ent : This is vrobably the Government Ajninistratis:. Counctl. 
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